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leA STUDIES AFRICAN INDUSTRIAL SUB-SBCTOR PRIVATIZATIOJI

To enrich the contribution of the Economic Commission for
Africa (ECA) towards the development of a vibrant private sector,
a three-day Ad Hoc Expert Group Meeting on measures to consolidate
privatization in the industrial sub-sector with special'emphasis on
the , programme of the Second Industrial Decade for Africa opened in
Africa Hall today.

. ECA projects that, within a realistic time-frame, an effective
operationaJ. partnership between African governments, private sector
groupings, chambers of commerce, and industry research institution~

and others will take shape.

In an opening statement read on his behalf the Executive
S~cretary of the Economic Commission for Africa (ECA), Mr. K.Y.
Amoako, said that the Commission "has already defined a strategtc
focus in support of the private sector development through inter
alia, enhancing an enabling environment of private sector
-development, strengthening the informal and micro-enterprise sector
and the development of financial markets. 1I '

A paper before the Group says that, while a few countries have
formulated and are implementing well thought-out and consistent
progra~es, others are actually back-tracking. The majority fall
somewhere in between: those who are still testing the waters and
others whose commitment is simply lacklustre.

According to many observers there are two options on offer:
the creation of private enterprises in such a way that they end up
outweighing, and possibly crowding out, the stake of the state in
a given .business or simply privati2ing pUblic enterprises now in
existence. The two are not mutually exclusive, of course.

Mr. Amoako's ECA is only too aware of variables that hinder
privatization in the region: lack of transparency, regulatory
barriers, low level ,market integration at all levels to name but a
few. Hence, his insistence on the need for · a definition of the
principles guiding the whole exercise. What type of priv~te sector
should Africa aspire to given the fact that one of the crucial
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factors in its underdevelopment is the marginal role played by the
indigenous human resource at the private sector level?

tlA reversal of this situation cannot'suffici~ntly' be b~oU9ht
about merely by the government disengaging from the ownership and
operation of public sector enterprises, " : Mr. Amoako observed.

...... " ,' , . ". ',

f."'~':P::';;)'.r , 1 . ' : . ' -(, Th~\ clarfon :ba l l here is cl~rity abo~t th'e modes ' of 'ownership ;.';" ,
partnerships, joint ventures and other sustainable mechanisms foi'"
developing, promoting and consolidating privatization.

The paper before the Group highlights the state of the
industrial sub-sector; the implications of economic reform and
privatization and its implementation. ' "

The performance of the state industrial sub-sector is found
dismal.

It is unable to satisfy the local market;
Import component in the cost structure of firms is large

enough to offset any savings in foreign exchange accruing from
local production:

Local consumer prices are kept artificially high compared
to world prices. '

As for their financial performances, except for a few
infrastructure or monopolies, almost all state enterprises have
accumulated huge losses: 62% of public enterprises surveyed in
west Africa made losses; 36% had negative net worth; 80% were
unable to generate enough revenue to cover operating costs and
depreciation. ' .. '
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To cap ~t all the managerial performance of these enterprises
is simply unenviable.

The Group has a World Bank blue-print for implementing
economic and structural reform.

Trade liberalization and enhancement of competition;
Improvement and clarification of the institutional

framework of public enterprises;
Financial restructuring through debt-rescheduling and

recapitalization; .
Introduction of 'financial discipline in management.

This however, is an approach that has failed. The meeting is
to shed some light on where Africa goes from here, which is why ECA
attaches so much importance to its outcome.
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